AR34 


UNICORP BUILDING, 21 ST. CLAIR AVENUE EAST, TORONTO 


DIRECTORS. 


OFFICERS 


AUDITORS 


SOLICITORS 


BANKERS 


TRANSFER AGENT AND REGISTRAR 


SHARES TRADED ON 


Lawrence A. Brenzel 
Donald Rafelman 
Monte G. Singer, O.C. 
Stephen A. Weintraub 


George S. Mann, President 
Lorie Waisberg, Secretary 
Stephen A. Weintraub, Treasurer 


Soberman, Isenbaum & Colomby, Toronto 


Goodman & Goodman, Toronto 


Mercantile Bank of Canada 


Canadian Imperial Bank of Commerce 


The Royal Trust Company, Toronto 


The Toronto Stock Exchange 


UNICORP FINANCIAL CORPORATION 
21 St. Clair Avenue East, Toronto, Ontario, M4T 217 


UNICORP FINANCIAL CORPORATION 


PRESIDENT SsRERORT 


George S. Mann, President 


To our Shareholders : 


The year ended December 31, 1976 was the most 
significant in your Company's history and we are 
pleased to report on our progress. 


The sale of our 67% interest in United Trust 
Company was consummated in July, 1976. The 
sale was made to The Royal Trust Company for 
$16,070,284 and the consideration taken back was 
829,434 A shares of Royal Trust (approximately a 
7% interest). In addition, Royal Trust purchased 
preference shares in United Trust held by us for 
$1,700,000. This transaction resulted in a pre-tax 
extraordinary gain of $5,095,819. Subsequent to 
this transaction, we restructured our bank borrow- 
ings, and in July we issued an income debenture 
to the Mercantile Bank of Canada for $5,700,000 
at a rate of interest of one-half their prime rate plus 
1%%. 

We then placed our emphasis on the balance of 
our investments and can report the following major 
changes to you. 


Great Northern Financial Corporation, a mortgage 
lender, whose shares are listed on The Toronto 
Stock Exchange, and in which our Company has a 
32% interest is in the process of being reorganized. 
This company holds a great deal of promise for us, 
since it operates in an area where we have a great 
deal of expertise and can make significant con- 
tributions. In early 1977 a rights offering was 
completed which provided Great Northern with 
additional capital of approximately $400,000. We 
are now in the process of restructuring Great 
Northern's debt and with the recent decline in 
interest rates this should decrease its cost of bor- 
rowing and therefore increase its profitability. Great 
Northern is proceeding with an application to in- 
corporate a trust company, under the Loan and 
Trust Corporations Act of Ontario, as a wholly 
owned subsidiary. This new trust company, to be 
called Financial Trust Company, is expected to 
provide a basis for exciting growth in the future. 
Great Northern recorded a net loss of $97,000 for 
the year ended December 31, 1976, a decrease 
from a profit of $443,000 for 1975. The main cause 


of the decline was the discovery of a fraud which 
produced an extraordinary loss of $347,000. Cor- 
rective procedures have been taken and the outlook 
for Great Northern is bright. 


Another of our portfolio investments is Unity 
Bank of Canada, in which Unicorp holds a 10% 
interest. Since Unity continued to report losses in 
1976, we made the decision to write this invest- 
ment down, recognizing a permanent decline in its 
value. We therefore wrote off $1,480,574 as an 
extraordinary loss for the year. In 1977 Unity and 
the Provincial Bank of Canada agreed in principle 
to amalgamate on a basis of one Provincial share 
for each four Unity shares. This would result in 
Unicorp owning 84,250 shares of Provincial Bank 
of Canada. 


In November 1976, Unicorp acquired a 50% 
interest in a partnership which operates under the 
name of Primesite Developments. Primesite is 
involved in the development of income producing 
properties throughout southern Ontario. The part- 
nership was formed on April 1, 1976 and as of 
December 31, 1976, the partnership had nineteen 
such properties either completed or under construc- 
tion. We anticipate that this rapid rate of growth 
will continue during 1977. 


In December 1976, Unicorp acquired 330,574 
shares of MDS Health Group Limited, a company 
listed on The Toronto Stock Exchange. MDS ts 
involved primarily in the operation of medical 
laboratories in Ontario and Quebec as well as the 
manufacture and distribution of laboratory sup- 
plies. Net income of MDS for the year ended 
October 31, 1976 was $1,079,000 or 62¢ per 
share. We feel this is a progressive, well-managed 
company with excellent growth potential. In the 
first quarter of 1977 Unicorp purchased additional 
shares of MDS to increase its holdings to in excess 
of 20%, and as a result, in the future will be account- 
ing for MDS by the equity method. At the annual 
meeting of MDS held in March, 1977, your Pres- 
ident was elected to their Board of Directors. 


Unicorp is continuing to seek out new real estate 
investments for its portfolio of investment proper- 


ties as well as land to add to its holdings for future 
development. 


The earnings per share for Unicorp were 35¢ in 
1976 as against 5¢ in 1975, in each case after 
extraordinary items. In December, Unicorp paid its 
first dividend of 2%C per share. It is intended that 
this dividend be paid on a semi-annual basis. 


Cash flow in 1977 from dividends from our port- 
folio investments and marketable securities should 
be approximately $1,000,000. As a result, Unicorp 
now has the resources to diversify into new ven- 
tures and management Is constantly evaluating new 
investment situations. We look to the future with 
great optimism and the conviction that Unicorp will 
continue to grow and prosper. 


On behalf of the Board, 


BE, rc: 


George S. Mann 
President 


March 31, 1977 


UNICORP FINANCIAL CORPORATION 


CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1976 


(with comparative figures for 1975) 
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Equity in net earnings (loss) of subsidiaries and associated company 
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Earnings per share (note 10) 
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See accompanying notes to financial statements. 


[97S 


> 099,301 
29030 


923,437 


247,527 
267,029 
394,343 
131,841 

50,830 


1,112,064 


(188,627) 


(129,500) 


(59,127) 


(3157838) 


(374,965) 
2,862,209 
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(Restated) 


$ 570,740 
25,086 


595,826 


236,002 
223,001 
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UNICORP FINANCIAL CORPORATION 


CONSOLIDATED BALANCE SHEET 
as at December 31, 1976 


(with comparative figures for 1975) 


ASSETS 
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SHAREHOLDERS’ EQUITY 
Capital stock (note 7) 


Authorized — 14,995,400 common shares without par value (1975 — 
15,000,000) 
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Approved on behalf of the Board: 
DONALD RAFELMAN, Director 
LAWRENCE A. BRENZEL, Director 


See accompanying notes to financial statements. 
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UNICORP FINANCIAL CORPORATION 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1976 


(with comparative figures for 1975) 
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See accompanying notes to financial statements. 


AUDITORS’ REPORT 


TO THESHAREROLDERS OF 
UNICORP FINANCIAL CORPORATION 


We have examined the consolidated balance sheet of Unicorp Financial Corporation as at December 31, 


1976 and the consolidated statements of earnings, retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In Our opinion, these consolidated financial statements present fairly the financial position of the 
company as at December 31, 1976 and the results of its operations and the changes in its financial position 
for the year then ended in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Toronto, Canada 
February 15, 1977 


SOBERMAN, ISENBAUM & COLOMBY 
Chartered Accountants 


UNICORP FINANCIAL CORPORATION 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended December 31, 1976 


(with comparative figures for 1975) 


Source of funds 


Sale of investment in other companies 
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Use of funds 
Loss before equity in net earnings and extraordinary items 


Add (deduct) items not requiring funds 
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Depreciation....... 
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Net changes in other assets and liabilities.............. 


See accompanying notes to financial statements. 
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217,039,593 
5,700,000 
150,000 
1097296 


$22,998,889 
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129,500 
(50,830) 
137,797, 
16,007,114 
2,233,980 
2,148,316 
882,473 
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1975 
(Restated) 


$4,095,000 
730,000 
349,627 
404,250 
Bo2,010 
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225,097 
1197311 
$7,268,440 
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259,792 
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150,461 
345,968 


(120,769) 
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UNICORP FINANCIAL CORPORATION 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1976 


1. Summary of significant accounting policies 


(a) 


OF 
wm 


— 
oO 
wa 


Basis of consolidation 
The consolidated financial statements include: 
(i) The accounts of the Company and all subsidiary companies ; 


(ii) The proportionate share of the assets, liabilities and results of the operations of an unincorporated co-tenancy 
(49.5%) and a partnership (50%) in which the Company participates ; 


(iii) The Company’s investment in Great Northern Financial Corporation representing 36.67% of the issued capital, is 
accounted for by the equity method. Under this method the investment is carried on the balance sheet at cost plus 
the related share of undistributed earnings. 

Depreciation 

The Company records depreciation on its real estate investments as follows: 

Office complex — 2% straight-line method. 


Buildings — 5% sinking fund method to fully depreciate buildings over a 25 year period. 


Deferred income taxes 


The Company follows the tax allocation method of recording taxes on income. Accordingly, recognition is given in the 
accounts to the income tax effect of annual differences between reported earnings and taxable income. These differ- 
ences arise, for the most part, from the sale or write-down of investments which do not, at this time, give rise to the 
payment or recovery of income taxes. 


Property held for future development 

Real estate investments include several properties which are held for future development. These properties are valued at 
cost plus maintenance, carrying and development costs. 

Restatement 


Because of the sale of the shares of United Trust Company in 1976, and in order to present a more meaningful comparative 
presentation, the 1975 figures have been restated from that of full consolidation to the equity method to reflect the 
investment In United Trust Company. 


2. Portfolio investments 


Number of 
Shares 1976 1975 
WUinaty Banko Ca ina Clatewecccre frre cant sameeren carey eat sr ely SMS ONY nae ca 337,000 $ 1,095,250 $2,575,824 
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Market values 


$17,078,646 $2,575,824 


scl Seca WeseeeYok ak xR Coys agagey eat sas ne Ream NMENG Panctentee ee see teal aarti sectors ee ei $15,766,615 $1,179,500 


The Company carries its portfolio investments at cost, less any amounts written off in recognition of a permanent decline in 
value. 


3. Real estate investments 


Real estate investments are stated at cost less accumulated depreciation of $189,215 at December 31, 1976 and $148,416 
at December 31, 1975. 


UNICORP FINANCIAL CORPORATION 


4. Investment in other companies 


1976 1975 
Present 
/nterest Number 
in Common of Book Book 
Shares Shares Value Value 
Great Northern Financial Corporation. ...... 36.67% 280,692 $894,897 Ss 9047329 
United Trust Company 
=a Hoyniintel Mee arta eke Ae a RO rae ea Ren Ee == = — 11,766,631 
= CTCL Ome tee eee ae een ear Es oe ke: Mas _— = — 1,700,000 
$894 897 $14,370,960 


(Quoted market value, December 31, 1976 — $421,000; 1975 — $6,708,000) 


5. Income debenture 


The income debenture is held by The Mercantile Bank of Canada, at a rate of interest of one-half the prime rate plus 1%%, 
and matures on June 30, 1979. The debenture is secured by the hypothecation of the Company’s shares of The Royal Trust 


Company. 


6. Mortgages payable 


Mortgages on real estate investments bear interest at rates varying from 7% to 14% and mature in various years from 1977 to 


19S: 


7. Capital stock 


On September 1, 1976, the Company was authorized by its directors to purchase for cancellation up to $125,000 of its own 
common shares, at prices not to exceed $1.25 per share. During the year, 4,600 shares of the Company were purchased for 


cancellation. 


8. Equity in net earnings (loss) of subsidiaries and associated company 
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9. Extraordinary items 
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Amount written off in recognition of a decline in value of the shares of Unity Bank of Canada. 
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1976 1975 
$ (282,688) $ 576,140 
(33,150) 137,679 
Sake 112,115 
$ (315,838)  $ 825,934 
\ 
1976 1975 
$ 5,095,819 $ — 
= (314,244) 
47,302 (52,526) 
13,162 105,325 
(1,480,574) se 
3,675,709 (261,445) 
813,500 (60,878) 
$ 2,862,209  $(200,567) 


Included in the gain on the sale of the shares of United Trust Company is the realization of the appraisal surplus which 
resulted from the appraisal of certain land holdings by a subsidiary of United Trust Company in 1975. 
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10. 
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13. 


14. 


Earnings per share 


Earnings per share have been calculated based upon the number of shares outstanding at the end of the year (1976 — 7,032,206 ; 
1975 — 7,036,806). 


Remuneration of directors and senior officers 


The aggregate direct remuneration paid to directors and senior officers of the Company amounted to $38,847 in 1976 and 
$55,000 in 1975. 


Anti-Inflation Act 


Effective October 14, 1975 the Federal Government passed the Anti-Inflation Act and subsequently issued regulations 
which are currently scheduled to be in force until December 31, 1978. Under this legislation, the Company and its associated 
company are subject to mandatory compliance with controls on profit margins, employee compensation and dividends. 


Contingent liabilities 


The Company is contingently liable for all the obligations of a co-tenancy (21 St. Clair Avenue East, Toronto), in which it has 
a 49.5% interest and Primesite Developments, a partnership in which it has a 50% interest. However, against these contingent 
liabilities, the Company would have a claim upon the assets of the other co-tenants and partners. 


Subsequent event 


Pursuant to an agreement dated January 11, 1977, the Company sold 130,740 shares of Great Northern Financial Corpora- 
tion (“Great Northern’) at $1.35 per share, to senior executives of Great Northern. The Company intends to exercise its 
option under a rights offering made by Great Northern to its shareholders enabling them to purchase additional shares at $1.35 
each. After completion of these transactions, the Company’s interest in Great Northern is expected to be 32%. 
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